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Size Distribution Of Personal Income, 1957-60

A\-"ERAGE family personal
incoms was estimated alb
$8,900 in 1950, a goin of
$285 over the pravious year,
The increrse of abouk 4 per-
cent over 1359 was only
slightly less thon that regis-
tered in 1959 over 1955 when
incomes moved up strongly
after the eyelical contraction
of that year. With the in-
crense In overage income,
consemer unite meved to
higher income brackets ovar
the entire ronge of incomes

This article brings up bo daks bha astimates of the diatribution J
I of famdlies and unattached individnals by eize of family partonel §
# jocome which were published in the April 1960 Jssis of the H
 Boever or Cuersnr Bominess. :
digteibutlons formerly puablished far 1957 and 1958 ore included |
! 8a well a5 preliminary estimates for 195% and 1380, Te additlon, §
the resl ingome series hag been extended to Inolude distribations -.
A datailed socount of deficitions snd esti- §
meting procedueres can be Faund 1o the Techoleal Nete to the

Revised estimates of the

for 1920 end Y41,

artivla an locome glus distribytion which appearad Lo the Apedl
1054 bseng of the Sorvey snd to the supplement to the Sopver J
which initieted the OBE serics entitled “Income Dstribution

b in the United Btates, 104d-50" (115. SGuvernmiont Printing B

Ofice, Washington 26, D.C, 1953, price 63 tents). For a

_F detnited disoussion of pmwnr and prewsr changes {n incoms §
’ distribution, the reader ia referred to U8 Irooms ond Quipat 3

1 {U.B. Government Printing Office, Washington 35, D.C,, 1953,

Role of Capital Gains, Barnings, and Supplementary Tucomes

Bince 1020 there has oc-
curted s longterm ppeweep
in real income. Average renl
income per consumer unit
moved from %4,190 in the
earlier year to 38,900 in 1950,
oo increase of about 6F per-
cent. For the Nation's con-
sumer units this brought a
mavked upward shift along
the incoma seals. The move-
ment to higher incoma levels
enn be scen graphically in
the accompoanying chort
which plots ihe percent of

for which detailed estimates
wre available. The cheange
in aversge income reflect-
ed an incrense in boih the total in-
come flow snd in the number of con-
sumer unita. Totol income incrensed
Irom about $385% bLillion in 1958 fo
£385% billion in 1980, Reflecting fur-
ther increases in population and family
formotion, the number of consumer
unite incrensed by about 0.6 million
aver the same pericd and reached o
total of 55.0 million, The additional
unita were composed of spproxamately

0.7 million familica of iwo or more per-.

sons, an increase which was pactially
offset by a smali decline in the nwinbex
of unatiached individuals.

The modnl, or moet frequent, ineorma
was eatimnptod at $4,820, an upword
shift of about $280 sinee 1959, The mae-
dinn ingome—the middla income of the
distribution with the same number of
wnita helow and above the income
point—was estimated at 55,600, an in-
creass ol $240 over the previous year.

Raal income continies 1o risa

Allowing for a modernte pries in-
crense renl income per family incrassed
by 2.4 percent over 1958. This gain,

though somewhat smaller than the
19858-59 incrense, wns well above the
average annunl rate of 1.9 percent in
evidencs since 1847,

Table $ presents distributions cor-
rected for price change by converting
ell tha arrays to 1980 dollnrs. The ad-
justment ie to be regarded ns approxi-
mate since the implicit priee deflator
for persenal consumption axpenditures
{1960=100} was used to adjust incomes
unifermly at all lovels. Because of the
relatively higher priees in 1960 the net
reault of the adjustment is to show
smaller shifta up the incoma seals thon
thoza found in the eorrent dollar dis-
tributions. _

For purposes of eomparison the pre-
war distributions of ineome (or the
Fears 1020 and 1041 pre included. A
similar correction bas besn mode 50 that
they also reflect 1960 prices. The dis-
tributions in¢luded, howsver, are intro-
duced only for rough comparison pur~
poses and are not k¢ be regarded as an
extension of the officin] OBE sarics
on gize distributions. (Ses Techmicsl
Note.)

both unite and income above
specified income pointz for
tha years 2% and 1960
In arder to use & gonvenicnt scale the
curves are mode to terminate pb an e
come of 515,000 above which only §
pereent of the units and 22 peveent of
the income wers classified in 1960,

The chart shows marked upward
movement alongx the eotire income
pcole.  Of particular interest are the
pereentages rogietered above the in-
comea in the middle yange, Thus, in
1960 {ully 57 pereent of units waore elas-
gified et roal incomes above $5,000 com-
pared with 20 pereent in 1920. Also of
interest is the improvement noted for
the highar incomes whers 17 percent of
the units above $10,000 iz to be com-
pered with 5 parcent in the 1029 dis-
fribution.

Income dispersion in business
contraction

The discussion up to now has basn
concernsd with changes in abaslute
siza of family income whather in terms
of enrrant or constant dollws, It is
aiso of intersst to examine to what
sxtent the distribution Las moved
toward grester or lesser incomsa dis-
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persion. Historically, it las been noted
that during the period preecding World
Wi Il inecomes hecnnie sontewhal
more equally distributed while Lhe
postwnr pariod was charasterized by
a marked siability in the underlying
relative disteibution,

From this paint of +iew, the decline
in business activily and inecome which
eecurred in 1958 did little to disrapt
this pattern of stability, TFinal data
now availabla for the fist time for
1958, hawever, do suggest that n slight
movament oeeurrad in the direction of
n somewhat widor dispersion of income.

A gimilar movamant ocowrred in the
1933-54 dawmturn

In order to abstvact from changes
in absoluts income, it is convenicnt
to divide the distribution inte severa}
sepments cach of which contain the
suine number of vuits and to compute
the percent of total income received
by each group. The results of such
R division inte “guintiles® can be
jound in table 14 which presents datn
for each fifth of the consumer units as
well as the upper 5 percont of the
distribution. With such amays it is
epry %0 exsmine changes in velative
digtribution by noling the percent of
totn] Income received by the vorious
segments bebween any dwo yeors.

The tabla shows decreases in the
proporiion of total income received
by the loweet three-fifths of consumer
units between 1957 and 1958 whils
the upper two-fifths enjoyed increases
in their share of total income. The
relative gaing in the highest fifth,
bhewever, do not appear to have boen
uniform since a sbght decline wns noted
for the highest § porcent of the dis-
tribution.

The direction of change in relative
distribution oppears consistent with
the vavious oconomic movemonts in
avidance during 1958. Although many
inetors were oparative, such as the
pear maintenence of dividend payments
at high levels despiic the dip in
buginess activity, it is apparent that
significant offects were due to move-
ments within the wage and salery
distribution itself. The jyear wae char-
asterized by inercased unemployment.
At the sume time, o shortor worloweek
waz registered by employed workers,
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and tho number of full- and part-tims
employeess  dropped by abouit 1.5
millions from 1857 to 1958, These
reccssional effects enused n downwnrd
ghift of wmany woge nnd salary units,

along with theee declines, wn upward
mavement occwrred in avernge wape
snd ealary  incomes {or employed
workers, and an inercase inthe num-
ber of professional and managerial
worlcors—ehanges resulting in upward
shifis along L incoma seals for many
waps and salury workers.

The net offect of thess diverse

May 1961

movemenls among wage and aalary
earners was nn ineréase o the dis-
persion of incomes from thia apurce,
An examinoation of the relative dis-
iribution of wage and salary incomg
mrayed by size of sueh income reveals
that the lowest fifth actually exper-
isncod declines in  roletive  shere.
Similar mavements wero not in evidence
for earaings from bueiness.

The basic data nveilable for 1050
wnd 1960 are incomplete and do not
permit adequate evuluation of changes
in relative distribution in those yenrs.

Distributional Eifects of Capital Gains and Logses

CAPITAL gaine and losses—both re-
alized and wnrenlized—plax an impeor-
tnnt role in the dynemics of economic
progreas through their influence on both
inveator and eonsumer decizions. This
report does not deal with this brend nnd
important subject but is confined to an
examination of the influenes of capital
goins sod losses on the distribuiion of

incpmes.  With statisticnl mensurement
becessarily restricted to renlized capital
gaing and loases, the amounts involved—
shott 2% parcent of family personal
mcome—are not sufficiently large fo
change the distribution redieally, As
will be scen below, however, thera is o
noticeable effect especially at the high
income lovels,

INCOMES OFf FAMILY AND INDIVIDUAL UNITS
Marked Shift to Highar Levels of Redl Income From 1929 to 1960

A o Evample af This Shilt—
Unike With Raol ncoon Above
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Treptment of eapital gainsg in
peraonal incorme

The eoneept of inegine which vader-
lies the present sige distreibutions is only
one of several alternntives for ranking
coneumer units—an slternative selected
for ita congistency with tha personal in-
come series in the national accounts,
Az such, it doea not inelnde eapitol
gnins and losses which are considered
items which do not arise in production.
From some points of view, howevar,
receipts from such sources may be
meaningfully included in the size dis-
tributions of income.

Reasone for their inclusion can be
found in the faek that consumer units—
whether acting in their capacitics os
consumera or investora—seldom clearly
distinguish batween receipts from thoso
sources or from others which are ob-
tained from their perticipnation in pro-
duction or in their role as recipients of
transfer payments. Frowmn this point of
view, capital gaing and losses enter
actively into economic decisions regord-
ing the disposition of income,

Another renson which cnn be offered
for their inclosion ia the fnct that, in
=ome instances, the distinction betwaeen
capital gains and losses and other in-
coine spurces is itself ebseure—for ex-
ample, the uea of stock options in lien of
compensabion ond the realization of
perzone’ accunwlated equities in corpo-
rations through capital gains. In any
cn2e, it is interosting to investigate the
distributional effests of including capitnl
going nnd losses in the size distributions
of ingome.

Buch an inveatigation could talke
variona forms depending upon the goina
and losses to be included. ‘The pressnt
invesiigntion will be confined exclu-
sively to reslized goins and losscs as
rarpnrted to the Internnl Revenua Serv-
ice, In general, they are comprised of
gaine ond losscs obigined through the
snla of capital assots whish includa
stocks, szocurities, nnd exelude assetz
held for anle in ordinny eourse of busi-
uess. The TRS dnta peravide a reliable
sourse and the meana whereby gaine
and foeses can be incorporated into tha
distribution. (Sec {echnical note.)

Reullzed capital gains lorge in 1958

The ampunt of copital gains and
lossca realized in nny given period is
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Business Earnings Are More Widely Dispersed
Than Woages and Salaries™®
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dependant upon many factera the most
important of which are the volume of
capital transactions, ihe price move-
mentz of the nesets involved, and the
length of time the pezets nre beld. The
volume of capital transactions is chnr-
acteristicnlly Jarge. One component of
such transnctions, the sales of stocks
listed on the axchanges, flustraies the
magnitudes involved. During 1960, for
example, the aversge monthly sale of
such stocks amounied to approximately
116 million shares and involved holdings
of nbout 35.8 billion. Dnuring the poai-
war period this lavge volume of soles has
Leen associated with generally rising
prices which provided both the oppor-
tunity and incentive for profit tnking.
Datn on the length of tine the nssets
were beld are not nvailnble, but it is
apporent that o wide spectrum of
purchuse dates underlis the sales of
securilies during any period and are
instrumental  in determining  the
amounts of gaine realized.

According to the Sististics of fnceme
For 1858—the latest year for which coni-
plete datn ave availuble—approximaialy
3% million veturns reported net goins
from the =ale of capital assets, For
these returps, o total of almost %5
billion of poin were included in adjusted
gross ingome.  (For 1959, preliminary

data reven! npproximately 4 million
returng and 57 billion in guins.} Since
for tax purposes, only 50 percent of
long-terim guins need be included o
ndjusted gross meome, actual renlized
gning oye miuch larger,  In 1953, returns
yeparting gains accounted for about
0% billions prier to the 50 percent
exclusion.

TFor the some year almoat 1 million
returna reporied neb losses of approxi-
meiely &1 bilion prior to stabucory
limitation. Since ench toxpayer I

Toble 1. —Distribution of Consumer Units
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Consymer gnlts

Family paracmal
uﬂln: Excluding gnint | Iniiwdiog golny
ulﬂmn g gains ond lomwe ndﬁ!ma
ifumbor |Porcant| Humbar |Fareanl
Tuder 2000, .- .. ..o o2z ILE 1. T8I H.1
ek A IE S
it Fea | T4 gaus | 1Ee
......... S0sE| Inw 5780 H.B
1L —— .45 118 12 131
X0 - - EDTGE)| ITE 7. 101 131
4000, .. 4 B55 E L1 ] [ %]
1] ﬂ.ﬂ% ....... L7 i g EIH 17
0. .. ... ] . 5 L4
... L] Ll 17 1.1
30,000 el gver.. ... 141 il 105 .3
b 17 F— 5,6M | D0 | 6,020 I, »

: U8, lppartowol of Commorca, Ofkct of Boal
e eooar e



14

requived to net lossea against gains,
gross grains from the sale of capital
assets were, of course, even larger.

Percentage of units with such gaing
rises with fncome

Althowgh the aumber of veturns
reporting capital geins constituic less
thao & pereent ol all returns, there are
marked differcnces in the proportion of
sch retwrns at the woricus Indoine
levels. In the adjusted pross income
class  $0-%1,000, for wxomple, only
nbout 2% percent of oll roturns in that
eluse Teportad eopital gains. In ihe
cluss $10,000-%15,090 the percentngs is
over 18, At higher lovels, the pro-
portion rises markedly; n the million
and over clasz the percontage s about
#0.

Sinee nt the lower dovels eapital mine,
when they do osscur, are clnracteris-
tieally small, thoy contribute little to
the total incomes. In the eless $0-
§1,000, lor prample, about 2 percent
of Lotnl incoms is atiributed to stntu-
tory gaina. The percontags declines
slightly furtber up the income seals
and actunlly renches a Jow at nbout
£6,000 of adjusted gross incoms whare
ralatively large proportions of units and
incomes are eoncentrated. Abowe this
point tha percentage sagain rises
DIVIDENDS, INFEREST, RENTS, AMD QTHER
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attaining o figure of about 1% percent in
the $10,000-%15,000 interval #nd con-
tinues to riso to almost 42 percant of
adjusted gross income ia the tmillion
and over clusa, ‘This high pereentags is
achieved despito the inclusion of only
50 percent of long-term gains. Thus,
at Lthe upper extreme of the income
distribution capitel gains become
dominant and are olten, indeed, o
primary reazon for clussification at such
hich levels of income, Sinca the
propartion of totnal income nt such high
levels is relatively small, lhowever,
statutory gains and losses nccounte 1 for
less than 2 percent of totol adjusied
gross inceme for the distribubion as o
whole,

The overage adjusted gross income
cotmpuied for returns reporting enpitnl
goine wae approximately $9,700 oom-
poed with a fipure of $4,800 for all
rebmms. It i trus, ol course, that
f.'.aplt-ul giine constituie one component
in edjusted gross income nod hence con
be oxpected to be nssucinted on the
ovorage with higher total incomes,
Bui aven when allowanoe in mnde for
this fact by subtractiog the averape
capitnt gain of $1,400 lrem adjusterd
gross income, the remmining average is
syproximoicly $8,200, still substanticlly
ebove tho income of all réwms from all
sourées, Sush an asaociation bebween
enpital gains and high incomes axalusive
of such gning is to be expected, of courss,
since asset holdings and their disposition
are relnted to the receipt of incoms.
The high incomes permit saving and the
purchase of securities which further
augment incomes hy giving rise lo
proparty inooma,

Wide dispersion of cepital gains

The distribution of capital gains
ronked by size of gnin is vary widely
disporsed. One messure of Income
aprand, the coefficient of vnriation
yielded a velue of over six, revealing
that in order {2 inolude npproximately
two-thirds of the returns one must
encompass & wmnge of pbout 12
tintes the nvorage size goin.  ‘This is to
be comprred with coefficients for re-
turns reporting positive business in-
eotes (nonpmtnerships) and for wags
and selary raturns at abeuvt 1% and 1,
respectively.

Mar 1]

Additionnl evidence of the wide
dispersion of guins [rom the 2ale of
cepital a=sets is the relatively large
percent of returns at high incomes from
this source when the returns are ranked
hy gize of gain. Above 525,000, lor
ansomple, o larger percentage of capital
gein returns is found thon in bhe wage
income distribution ranked by size of
wages, nnd above $50,000 the uxnita
ranked by such gains constitute o
larger percentnge than even the fairly
widely dispersed business income dis-
tribution.

Significart impact an income

In order to examine the effeci of
including renlized gains and lpasea in

Tahle 2. —Fercent of rapate Iovome by
autm.lu ('F-[‘thaémnd op 5 Percent, l'm-
noumer Unkta hldlnglami Inaluding
Capitel Geing and Losges,
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the [emily personal income distribu-
tions, these iteme were incorporated in
the eatiinates {or 1958. The resulis—
which are to be regarded a3 only approxz-
imate-—nre given in babla 1. For pur-
posea of eomparison, the family personal
income distribution exclusive of geins
and lossea is presented for the same
ingome classes.

The toble shows clearly the upward
shilt of unite to higher incoma levels,
Approximately 0.6 million units former-
Ir clossified ot income levels bLelow
$5.000 moved to higher lavels. Above
225,000 the vumber of units incressed
by aboud 53,000 or about 7 porcent
mora than were classified ot those lovels
before introducing capital items. The
nature of the approsdmations used in
deriving the distribytions inglusive of
cnpital paine and losees does not permit
detailed breakdowns nt extremely high
incomes, but it is apparent from the
onalysis of the tax dota that o sub-
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gtantinl nugmention of returms would
result,

The cffect on the relntive disiribution
of incoma can ba npproised by exnmi-
nation of table 2 which ahows conswmer
umits srrayed in quintiles and gives the
proportion ol total income in each
segment. The middle quintiles (fiftha)
show decreases in relpiive importance
while the lowezst segment maintained ita
position.  As expected, beceuse of the
extramely wide dispersion in tha capital
gains distribution and the presence of a
merked incrense in both aversge gnin
and the percent of unite having such

Earnings Distributions

MUCH of the interest in income size
distributions centers on the basic differ-
cnices smang caponent distributions
rnd the menner in whish the various
income sources combine to determine
the overadl distribution of income.
Two component distributions of par-
ticular interest nre those of woge nnd
business incomes, In comparing the
two, cssential differences betwean them
should benoted. The bulk of wage nnd
salary incomes can be attributed to the
lakor perlormed by the recipients. In
conteast, business earuings nre mixed
incomes reflecting returns o capital
undl entreprencurship as well as to labor
performed by the proprietor.  Although

Table 3.—Forcent of Woge and Salary andd
Business Kokuraa by Skao of Fornbhags anﬂ
by Ad)justed Gross Income, 1350

Foaopih o] wign | Foroint af pus-
d 3AInrY PHUrAe  Dedd reldong b
Ear0 s or

Iﬂﬁﬂﬂm\wu By lea | By dlaoal| By | By gine of
o{:;wnv agj\uml -u{mrm mfj'lmed

[ ] P

et incomn v fopoIne
13.3 1L 3.7 1.3
124 1.0 175 11
124 13| 1L 1Lq
(K] naH T8 1L 5
[ k.2 b6 ' W}
b LI LB 'Y | bR
i) 415 . B 3.2 [N
ﬁ,l]m-ﬂg.m ....... . | T I.4
oL 0M o v ___ {4 .1 .1 .4
Toml........ o, & I % | 1N LU
L TR AN W2 | R AT 4, 100

' mnemthHma n laciudel.

“Souyeg: Internal Revmnue Berviso snd U8, Diopay tment
of Cammeres, D0kca of Dokt oo mbos.

SURVEY OF CURRENT BUSINESS

sources at the higher income levels, the
highest quintile showed n significant
inerense. Ifor the upper 5 percent of
the distribution the percent of nggrepats
inceme incressed from 19.9 percent to
203 percent. The conztancy of tha
share for the lowest fifth nlter the
inciusion of eapital gains and losses ia
probably due to the Iact, previously
noted, that such receipés cre of some
importance nt the [owest income fovels,
In some instances, the gains nre ussoci-
ated with business and other losses
which are peartinlly offset when going
are included.

and Refafed Incomes

& precise separntion of the labor and
nou-lnbor componente of entrepreneu-
rial ineome is not fensible, it is probable
that a lerge proporéien of business in-
COTuEs represants o retwrn ou the Jabor
performed hy the enircprencur,

The bwo earnings distributions—so
designnied beenuse of the direct partici-
pntion of the vecipient in production
either as an employec or entreprencur—
differ markedly in avernge income, in
incoms disparsion, and in the degreo to
which the carnings conbine with in-
incoines from other sowrces such ns
dividends, intoreat, snd other forms of
property ineome nod, in s0me instances,
with the atbernative earnings source.
The combination of a given type of
eornings  with ineomes [from  othor
gources cin oither blur or aeeenibunte
the differences hetwaen the initinl earn-
ings distributions depending upon ths
mngnitudes involved, the characteris-
ties of the distributions of the additional
inecomes, and the monner in which they
combing,

It is not possible, given present dain
limitations, to explore these probleins
Mlly. Itis (essible, however, to undar-
take n brisl wnalysis based on incone
tax data which permit, ot least, partial
sxamination of the fwo esrnings dis-
tributione end their combination with
othier incomes,

It showid be noted that the inguivy
iz limited to the tax retwen unit and to
income reported Tor tux porposes, The
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hesic difference betweon the tax retun
and eonsumer unit, as well as the ab-
penes of same iheoe sources which are
included in the fumily personwl income
conccpt, serves o quolily the resulis
obtained, but the analysis is of value in
providing nt least partial information
on the component distributions and the
degree to whick their incomes are nug-
mentad.  IProw this point of view, it is
equally important to vote that the [RS
disiributions contain a very large nnm-
ber of joiné returns which nnplies that
some degree of combination into fanily
unita hins been achieved.

Eorner diatributions miarkedly
different

With these qualifications in mind, we
call examine in some deknil daln in

Toale S—aAvernge Ineome From Spurcesg
Dthoer Than Esrnings for Wage and Salary
o Business Returns, 1068
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in defiuting the perwannl aonvunpUos expeudliioe sorded in

table 3 which gives the pereent of tnx
vegurns of both wage and business
carncis i each of broad earnings and
ndjusted gross income clnsses. The
overall means of the distribuiions are
included for comparison purposes,
The most conspicuous differences
botween the two distributions can be
found a6 both the extremely low amld
high levels of emmingzs. Thus, about
44 percent of business returns reported
business enwrnings of less than §1,000
while in the same wage and salary
enruinge class only 13 percent of the
units are found. The overall mean of
the business refurn distribution is sub-
stnotially lesa than that of woge and
salary entners, $2,470 compared with
$4,410, the former being strongly in-
Auanced by the relatively large number
of rcturns with losses. Despite the
lowor imean income, the small percent-
age of business unite ot the high levels
i8 luegor than thut of wage earnove, 0.8
peresut above $25000 compared with

1947 amd 195554
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0.3 pereent for returne roporiing wages
and  sileries. Thuws, nrn  important
characterjstic of the business income
distribution is the relatively wide dis-
persion of incomes with concentmtions
it both very fow and high income levels.

The relatively wide dispersion found
for business incomes ¢on ba apprsised
by exuninniion of the firat and ¢hird
colwnns of table 4 and of the accom-
panying chart which gives the percent
of totil eornings (either wage or busi-
ness) received by each quintile of the
distribution.

Ii can he scen thot the loweat filth
of the distribution of business enrnings
registered & mious income sbare dus to
lggaea, The percents of totel business
earnings vemain less than those found
in each of the quintiles of the wape
distribution except in the highest. fifth
where the percent of total enrnings (rom
business rizes ateeply. Part of this
relaiively large share found for the
highest quiniils, of oourse, is atiribub-
able to the fact that the distvbntion
sontains negadive inconies, bub a simi-
lar though substanticlly lower percent-
nge 18 elso found when the distribution
is confined ooly to positive envoings.
For the upper § pereent the difference
botweeny the bwe enrner disinbubions
is ruarked wherp the perecnt of pgrre-
gote carvings lor business returna is
over twice that lovnd [oy wape sayners.

Addiitonal incomes high for business
anrpings

With cach of the enrmivngs distribu-
tione given in table 3 there is associnted
o pattern of other incosmes which make
up the total incomes of the tax return
units. On tha beis of IES tabuladions,
it is poesible Lo estimate svernge sarn-
inge sud avoernge additions] income for
cach carnings clazs,  As will be evident
below, the preasnce of these athior io-
comp sonrees iz inpoertant in modifying
the character of the earner distribu-
tigns, particulazly in the ecase of buai-
neea raturns.

Table 5 presents nvorage addittonal
ineomes for each level of wage and
business  esrmings. The markedly
bigher average of other income for
bhose reburns reporting business earn-
ings 12 ¢learly evident, On the nverage,
business refirns reseived about aix
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limes the other income than did wege ) )
and salary earners. DPartoership re- Table I, —DHstributlon of Familica and Their Tamily Mersonol Tnecome by Family Fersonal

turns—not included in the table—re-
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mum in the $2,000-856,000 ¢lues of earn- |
inge with the average level for husinese
returng remaining higher. With some
irragularity (probably due to estimating
proceduras) averape amounts viee Tfrom
the roinimum in sach speseeding class of
earnings. Balb it i& interesting to note
that the rias is moeh more pronounced
in the ensa of wage nnd salary returns
which nitained an avernge additionsl in-
come of about $10,700 [or the $25.000
and ovor clnes. This was achieved de-
apite the overall lower average of other
incomea. For business returns the nver-
age of about %10,400 of additicoal in-
come reached in the highest earnings
clasa is about 60 percent of that [or
Wage eprners.

Other inconzes at auch high lavels con-
tain & large porcentage of properky in-
come, including capital gnins. The foct
that business returns show a lower aver-
age amount 3 probably due to the tend-
ency of businessmen to reinvest in their
own business rather than o seek invest-
ment opportunities which would involve
high supplementary incomes, Thig find-
ing s consiatent with the heliaf, gencr-
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ally held, that entreprenenrs find more tota) income. In the lowest, where n  Iect noted for wage sarnays, howewer,

profitabla investment—or necessitons
investment~—in their own enterprises,
and prefer the preater contral pfforded
by self-financing to the vnse of external
(undsz.

Business eernings distribution

modified by other incomnes
The seeond and fourth ¢olumns of
table 4 preaent the shure of agpregate in-
comes receivad by each quintile (fifth)

relatively Jarge avecage asmount of other
income wns found, the incrense was
sufficient to result in n positive income
share. As previgusly noted, thia fifth
of income recipients supplements ita
ontroprenentiol ineoma with substantial
outside wage incomes. Tnlike the of-

the share of the highest guintile and
upper & percent setuclly decreased.
The net offect of the combination with
other sourees of income fer bhusineas
returns was, unlilke the case for wage
earnels, o morked movement boward
smallar income digpergion.

Table l4.—Distribution of Family Tersonsl Ineome oml Frderol Individosl Incomo Tax
Liabilixy Among Quintiles and Top 3 Feveent of Conanmoer Unlis, 195550 L
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TECHNICAL NOTE

The [umily persooal income distri-
buéionz in this article were constructed
primnrily on thoe begis of date from
Fedornl individunl income tnx reborns
and from annaal surveys of family in-
come conducted by the Census Bursan.
An aceount of the procedures wsed to
develop the estimates con be found in
%ha technien]l noio to the article oo
size distribtions published in the April
1958 issue of tha Svrver.

Yo order to permat comperison with
selected prewnr yenrs, the distributions
for 1829 nnd 1941—piven in tarms of
1960 dollars—are published in the
Syrvoy for tha first time. It is im-
portant to note, however, that the pro-
codures which underlis these distrshu-
tions differ substaptially from thosc
wsed by OBE nnd, hence, do not have
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the same status ns other distributions
included in the OBE serics. They are
the resulis of verious sdjusiments for
comparability made (0 distribotions
construcied elsewhere.

An account of some of the procedurce
used to adjust those distributions can
be found in “Size Distribution of In-
come Jinee the Mid-Thirties” by Gold-
smith es al,, published in The Review of
Foonomics and Statistics, Tebroary 1954
and, by the same author, in "“The
Relation of Census Income Dstribu-
ticn Statietics to Other Incomez Data®
Sudics in Jncome ond Wealth, Vol. 23,
Nationol Burean of Economic Research,
Hew York, 1958,

The methods used o estimnic the
distribution of consumer units by size
of Iamily personal income inclusive of
capital gnins nnd Josses followed rather
closely the procedares used to construct
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the regulor series.  One basic difference
was kbe use of the IRS tax return deta
direcily without firat ndjusting the
distributions to exclude statutory gaina
and losses. Oross tabulations for the
separation of tax refurns inte various
categories of family membership groups
and combination inte family units,
which were consttucted on the baais of
returns exclusive of copital geins and
losges, wera used for purposes of these
approximotions without adjusianent for
change in concept. Wse of thesa crose
tabnlations resulted in o family distri-
bution mnclusive of statubory guins,

The relotionship between the dis-
tribution exchusive of capital gains and
that inclusive of statutory goins was
usad, with appropriate modification, to
adjust the former to include total
oapital gaing,

The estimntes of the earnings dis-

Table 15, —Digtribution of Federal Individunl Income Tax Linbility of Congumer Undts, Average Tax, Averege Inoome, ond Tox Rate, by

Family Forsonal Income Loval, 195559
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tributions were mpde by opplying
appropriate formulas for approximating
pwerage incomas to each of the brackets
in the IRS distributions of tax returns.
An account of some of these formulas
cah ba found in the supplemant to the
Srnvey, "Inecome Distribution in ths
United States, by Size, 194450, TS,
Government Printing Office, Wash-
ington 25, D).C, 1953. The estimates
ol income other than surnings were
derived in a mimilar manner using
IRS croas tabylations relating eamings
sources to (otel sdjusted grom: income.

Definition of berma

Tha definitions of families and unat-
tached individuals sre those adopted
by the Censuz Burenu. Families sre
unite of two ar more persons refated
by blood, marriage, or adoption and
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residing  togsther. Unattached indi-
viduals are persons not Hving in insti-
tuticns or with relatives. The total
nuember of [omilies and unattached
individunls is estimnted ns of ths end
of the year, vnd, togather, are veferrad
to a3 consumar unita,

Farm - oparator families are those
who opernts fnrma as defined by the
Cansng of Agrienitare. The nonfarm
group includes ail multiperson units
other than farm operstor families.

Apart from sorme adjustments to
remove income receivad by institu-
tional regidents (including military per-
gonmel not living with their [amilies)
or retained by nonprofit institotions,
privete trugé, pengion and welfere
funds, ihe concept of fnmily personal
ineome i identical to that of personal
incorne in the nationnl incoms rosounts.
The Inttar includes income from all
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sources, including woge and salary
recoipts (net of pociol insurance com-
tributions}, other labor income, pro-
prietors’ and rental income, dividends,
personnl interest ineome, and trensfer
paymente.  Also included nre certain
noomoney iteme stch 22 wages in
kind, the value of (ood and fuel pro-
duced and consumed on Tarms, the net
imputed rental vaijue of owner-oeeupied
homes, and imputed interest,
Appregate Faderal individusl incoma
tax liability is defined ns the iotal
Eability reported on individuzal income
tex returns, ploe an  estimate for
amounts uneoverad by subsaquent
gndit, minus the linbility of military per-
sonnel not living with their families,
and minas linbility on net copital gain.
For n full diseussion of these conoepis
the reader iz referred to the above
mentigoed supplement to the SUBYEY.
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